













































Franklin 33.5% 

Frandisco 13.0% 

Barker 53.5% 



In Memorlam 

We mourn the passing of Mrs. Yetta 
Rubenstein, co-founder of the company, 
vice president and director, and the 
mother of the president. She will be 
deeply missed for her sound judgment 
and devotion to the company. 
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Transfer Agent 

Marine Midland Grace Trust Co. of New York 
140 Broadway, New York, N.Y. 10015 

Auditors 
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Annual Meeting 

The Annual Meeting for 1971 will be held October 
7,1971 at the headquarters of the Corporation, 

815 Hutchinson River Parkway, Bronx, New York, 
at 2:00 p.m. 

Stock Listing 

The common stock of the Corporation is listed for 
trading on the New York Stock Exchange. 
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Franklin Stores Corporation 

Annual Report for the Year ended June 30,1971 


Financial Highlights 


Operational 

Net Sales. 

Income Before Taxes. 

Income After Taxes. 

Cash Dividends. 

Earnings Retained in Business 


Fiscal Year 
June 30.1971 


$146,124,303 
3,502,077 
2,057,315 
650,282 
1,407,033 


Per Share 

Net Income. 

Cash Dividends .... 
Shareholders’ Equity 


$ 1.25 
.40 
16.59 


Financial & Statistical 

Working Capital. 

Total Net Worth. 

Fixed Assets—Net ... 

Current Ratio. 

Shares Outstanding .. 
Number of Stores ... 


$ 18,262,760 
27,260,684 
15,456,507 
2.28 to 1 
1,643,116 
199 


Fiscal Year 
June 30,1970 

$131,585,603 

4,039,026 

2,517,963 

596,338 

1,921,625 


$ 1.60’ 
.38 
15.68 


$ 16,084,807 
24,661,187 
14,957,745 
2.25 to 1 
1,572,744 
203 


•Includes an extraordinary gain of $.06 per share. 

























Albert Rubenstein, President 

Bernard R. Kossar, Executive Vice President 


To Our Shareholders: 


The past fiscal year was a challenging one, yet one in which 
Franklin Stores Corporation again achieved record sales. 
Earnings were lower as a result of the retail climate which 
has prevailed over the past year arising from generally 
unfavorable economic conditions and the pressures of 
inflation. 

A series of positive steps taken in the past several 
months has produced a more aggressive, innovative and 
profit conscious operation. These actions were reflected in 
a dramatic turn-around in the fourth quarter of the past 
fiscal year. 

Net income showed a substantial increase to $376,764, 
equal to 23 cents per share, on record three-month sales of 
$37,201,985 compared with net income of $67,039, equal 
to four cents per share, on sales of $31,201,062 for the final 
quarter of the previous fiscal year, exclusive of an extra¬ 
ordinary net income item of $98,712, equal to six cents 
per share. 

For the year ended June 30,1971, consolidated net 
sales, exclusive of leased departments, reached a new high 
of $146,124,303 an 11 per cent increase over the previous 
year's record volume of $131,585,603. 

Net earnings after taxes amounted to $2,057,315 com¬ 
pared with $2,517,963 in the preceding fiscal year. On a 
per share basis, earnings were $1.25 on 1,643,116 shares 
outstanding compared with $1.54 a year ago, exclusive of 
the extraordinary gain of six cents per share, on 1,572,744 
shares then outstanding. 

Cash dividends paid to shareholders during the fiscal 
year totalled $650,282 and were represented by four 


quarterly payments of 10 cents each. This marked the 32nd 
consecutive year in which Franklin Stores has paid cash 
dividends. 

The company’s financial position remains exceptionally 
strong. Net worth of the company climbed to an all-time 
record of $27,260,684, reflecting an equity of $16.59 per 
common share. Working capital was also the highest in the 
company’s history, reaching a peak of $18,262,760. 

The acquisition of Sun-Mart, Inc., a privately held firm 
operating men’s and boys’ wear leased departments was 
completed on August 1,1970. In July of the new fiscal year, 
an additional 13 men’s and boys' wear departments were 
acquired from outside operators in the company’s Con¬ 
necticut and New York Barker stores. 

During the past fiscal year, four Franklin conventional 
apparel stores, four Barker discount stores and 28 
Frandisco leased departments were opened. After closing 
nine Franklin stores and 31 Frandisco leased departments, 
the company operated 199 units on June 30,1971. This 
total is represented by 132 Franklin conventional stores, 

28 Barker discount stores and 39 Frandisco leased depart¬ 
ments. In the present fiscal year, management plans to 
open four new Barker stores and several Franklin apparel 
stores and Frandisco leased departments. 

The outlook for the 1972 fiscal year is based on a 
heightened emphasis on profitability in all areas of the 
company’s operations, combined with an acute cost- 
consciousness and the introduction of innovative marketing 
efforts designed to respond to changing consumer atti¬ 
tudes and desires. Management has also taken vigorous 
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steps to increase profit margins wherever possible and to 
maintain operating expenses in order to combat steep 
increases in the cost of doing business. 

Franklin's 55 per cent owned Computronic Systems, Inc. 
subsidiary continues to provide a company-wide data 
processing system with rapid information on merchandis¬ 
ing and inventory control. 

Based on the responsive steps taken by management to 
meet the challenge of the present retailing environment and 
our program of new store openings, it is anticipated that 
sales for the fiscal year ended June 30,1972 should ap¬ 
proximate $165,000,000 and will continue to achieve new 
records in the future. 

At the meeting of the board of directors held July 8,1971, 
Franklin D. Rubenstein was elected a vice president and 
director of the company to complete the term of Mrs. Yetta 
Rubenstein, who died December 28,1970. 

The company’s growth and record to date was in great 
measure dependent on a capable and loyal staff of dedi¬ 
cated employees. To them, as well as to our customers, 
shareholders and suppliers, we extend our appreciation. 

Respectfully submitted, 

Albert Rubenstein 

President 


New York, N.Y. 
Septembers, 1971 



1962 ’63 '64 '65 '66 '67 '68 '69 '70 1971 
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Common Stock Equity per Share 

(In Dollars) 



1962 '63 '64 '65 '66 '67 '68 '69 '70 1971 
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Franklin Stores Corporation 

and Subsidiary Companies 


Consolidated Balance Sheet 


June 30, 1971 and 1970 

1971 

1970 

Assets 



Current Assets: 



Cash . 

$ 1,358,224 

$ 1,333,497 

U.S. Government Securities (Note 3). 

35,000 

1,000,000 

Charge Accounts Receivable, Less: Reserve of $197,564 for Doubtful Accounts 



($198,325 in 1970). 

1,708,072 

1,714,927 

Will Call Accounts Receivable. 

1,332,394 

1,430,090 

Other Accounts Receivable. 

1,393,264 

2,175,145 

Merchandise Inventories—at the lower of Cost or Market. 

26,732,600 

21,336,128 

Total Current Assets. 

$32,559,554 

$28,989,787 

Other Assets: 



Notes and Mortgages Receivable—Long Term. 

$ 42,603 

$ 158,550 

Deposits with Public Utilities, Etc. 

37,038 

31,751 

Unexpired Insurance . 

127,747 

230,045 

Loan Value Life Insurance. 

136,697 

96,621 

Prepaid Rentals . 

250,494 

246,168 

Investment—Affiliated Company (Note 1). 

44,372 

39,592 

Prepayments and Deferred Charges. 

264,952 

266,121 

Total Other Assets. 

$ 903,903 

$ 1,068,848 

Property and Equipment: 



Land . 

$ 1,722,713 

$ 1,593,147 

Buildings. 

6,537,911 

6,541,091 

Furniture, Fixtures and Leasehold Improvements. 

14,947,398 

13,991,577 

Total Cost. 

$23,208,022 

$22,125,815 

Less: Accumulated Depreciation. 

7,751,515 

7,168,070 

Net Fixed Assets. 

$15,456,507 

$14,957,745 

Excess in Consolidation: 



Excess of Cost of Investments in Subsidiaries over their Book Value at Date of 



Acquisition (Note 1). 

$ 214,509 

$ 448,470 


$49,134,473 

$45,464,850 


See Notes to Financial Statements which are an integral part hereof. 
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1971 

Liabilities 


Current Liabilities: 

Notes Payable Banks. 

Current Maturity of Long Term Debts (Note 4). 

Accounts Payable Merchandise. 

Accounts Payable Expenses. 

Federal Income Taxes Payable (Note 2). 

Due to Department Lessees. 

Accrued Taxes and Expenses. 

Deposits and Refunds Due. 

Total Current Liabilities. 

$ 3,000,000 
371,759 
4,675,756 
831,681 
1,431,456 
1,144,429 
2,778,503 
63,210 
$14,296,794 

Long Term Debts: (Note 4) 

Notes Payable Insurance Co. 

Mortgages and Other Notes Payable. 

Total Long Term Debts. 

$ 2,550,000 
4,386,692 
$ 6,936,692 

Reserves: 

Unrealized Profit on Will Call Balances. 

Contingencies. 

Total Reserves.. 

$ 490,303 

150,000 
$ 640,303 

Stockholders’ Equity: 

Common Stock—Par Value $1.00 per share: 

Authorized 5,000,000 shares. 

Issued 1971-1,647,525 Sh.; 1970-1,607,425 Sh. 

Less: Stock held in Treasury 4,409 shares (1970—34,681 shares). 

Outstanding 1,643,116 (1970-1,572,744 shares). 

Additional Paid in Capital. 

Retained Earnings . 

Total Stockholders' Equity. 

$ 1,647,525 
4,409 
$ 1,643,116 
7,319,818 
18,297,750 
$27,260,684 
$49,134,473 


See Notes to Financial Statements which are an integral part hereof. 


1970 


$ 4.000,000 
367,653 
2,783,041 
704,166 
1,495,992 
1,226,891 
2,261,851 
65,386 
$12,904,980 


$ 2,800,000 
4,418,451 
$ 7,218,451 


$ 530,232 

150,000 
$ 680,232 


$ 1,607,425 
34,681 
$ 1,572,744 
6,197,726 
16,890,717 
$24,661,187 
$45,464,850 
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Franklin Stores Corporation 

and Subsidiary Companies 


Consolidated Statement of Income 


For the Fiscal Years ended June 30 

1971 

1970 

Net Sales . 

$146,124,303 

$131,585,603 

Cost of Goods Sold. 

98,326,896 

89,092,083 

Gross Profit on Sales. 

$ 47,797,407 

$ 42,493,520 

Selling, General and Administrative Expenses. 

41,832,806 

35,964,000 

Operating Profit—Before Depreciation and Amortization. 

$ 5,964,601 

$ 6,529,520 

Depreciation and Amortization of Fixed Assets. 

1,757,324 

1,642,057 

Net Operating Profit. 

$ 4,207,277 

$ 4,887,463 

Gain on Capital Assets. 

8,938 

136,778 

Interest and Other Income. 

348,164 

340,383 

Total Income. 

$ 4,564,379 

$ 5,364,624 

Income Deductions: 



Interest . 

$ 672,681 

$ 849,314 

Provision for Doubtful Accounts and Other Items. 

180,846 

307,020 

Contribution to Employees Pension Plan. 

208,775 

169,264 

Total Income Deductions. 

$ 1,062,302 

$ 1,325,598 

Net Income Before Federal Income Taxes. 

$ 3,502,077 

$ 4,039,026 

Provision for Federal Income Taxes (Note 2). 

1,444,762 

1,521,063 

Net Income for Year. 

$ 2,057,315 

$ 2,517,963 

Per Share, Before Extraordinary Item. 

$1.25 

$1.54 

Extraordinary Item . 

— 

.06 

Net Income per Share. 

$1.25 

$1.60 


See Notes to Financial Statements which are an integral part hereof. 
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Franklin Stores Corporation 

and Subsidiary Companies 




Consolidated Statements of Retained Earnings and Capital Surplus 


Years ended June 30 

1971 

1970 

Retained Earnings: 



Balance at beginning of year. 

$16,890,717 

$14,969,092 

Net Income for Year. 

2,057,315 

2,517,963 


$18,948,032 

$17,487,055 

Less: Cash Dividends Paid. 

650,282 

596,338 

Balance at end of year. 

$18,297,750 

$16,890,717 

Capital Surplus: 



Balance at beginning of year. 

$ 6,197,726 

$ 6,093,313 

Add: Excess over par value of Common Stock issued for acquisition of 


Sun-Mart, Inc. (Note 1) . 

1,116,455 

— 

Excess over par value of Common Stock issued to employees and 



others from Treasury in lieu of Cash. 

3,875 

4,700 

Excess over par value of Common Stock issued to employees under the 



Stock Option Plan (Note 5)._ 

1,762 

99,713 

Balance at end of year. 

$ 7,319,818 

$ 6,197,726 

Consolidated Statement of Source and Application of Funds 



Years ended June 30 

1971 

1970 

Working Capital at beginning of year. 

$16,084,807 

$14,374,229 

Source of Funds: 



Net Earnings. 

2,057,315 

2,517,963 

Depreciation and Amortization. 

1,757,324 

1,642,057 

Net Assets acquired from Sun-Mart, Inc. (Note 1). 

1,290,839 

_ 

Decrease in Long Term Receivables. 

115,947 

_ 

Common Stock issued through Options and from Treasury (Note 5) . 

6,020 

115,328 

Cost of Land Sold. 


65,000 

Decrease in Deferred and Other Charges. 

48,998 


$21,361,250 

$18,714,577 

Application of Funds: 



Cash Dividends Paid. 

$ 650,282 

$ 596,338 

Capital Expenditures—Net. 

2,126,520 

1,468,261 

Decrease in Long Term Debt. 

281,759 

367,653 

Other—Net . 

39,929 

197,518 


Working Capital at end of year. 

18,262,760 

16,084,807 


$21,361,250 

$18,714,577 


See Notes to Financial Statements which are an integral part hereof. 
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Notes to Financial Statements 


1. Principles of Consolidation 

The consolidated financial statements include the accounts 
of Franklin Stores Corporation and its wholly owned subsid¬ 
iaries. All material intercompany transactions have been 
eliminated in consolidation. On August 1, 1970, the com¬ 
pany acquired Sun-Mart, Inc. a chain of men’s and boys' 
wear leased departments through an exchange of stock. 
Accordingly their accounts are included in consolidation 
for eleven months only. In the exchange, the company is¬ 
sued 31,500 shares of common stock from Treasury and 
40,000 shares from unissued common stock for a total of 
71,500 shares having a value of $1,200,000. 

The company owns 55% of the common stock of Com- 
putronic Systems, Inc. which it had acquired on May 1, 
1968, at a cost of $2,750.00. The Net Worth of this company 
as at June 30, 1971, totalled $80,676.37, and 55% thereof, 
amounting to $44,372.00, is included in the financial state¬ 
ments of the company. 

Net excess in consolidation amounting to $214,508.81, 
represents the amount of $448,470.33, at the beginning of 
the year, less the sum of $129,566.52, excess cost of in¬ 
vestment in a real estate subsidiary dissolved December 
31, 1970, and transferred to land, and reduced by 
$104,395.00, excess of book value of Sun-Mart, Inc., over 
cost of investment thereof at date of acquisition. 

2. Federal Income Taxes 

The Federal Income Tax Returns of the company have been 
examined by the U.S. Treasury Department up to and in¬ 
cluding the returns for the fiscal year ending June 30,1967. 
The examination of the returns for the fiscal years ending 
June 30,1968, 1969 and 1970 is practically completed, and 
it is expected that no material change will result therefrom. 
All of the subsidiary corporations file separate returns and 
the provisions for Federal Income Taxes have been com¬ 
puted accordingly. Under the 1969 Revenue Act which 
phases out the annual $25,000 surtax exemption over a 
period of six years, the company will be entitled to only one 
$25,000 surtax exemption after the fiscal year ending June 
30,1975. 

3. United States Government Securities 

On March 17, 1971, the company sold $965,000, of the 
$1,000,000, United States Treasury Bonds 2Vfe% due De¬ 
cember 15,1972, owned at the beginning of the fiscal year. 
The remaining $35,000 is being held by a bank in escrow as 
security under a lease and had a market value of $33,250, 
as at June 30, 1971. 

4. Long Term Debt 

The Long Term debts with current maturities as at June 30, 


1971 are summarized as follows: Tota | current 

Due Portion 

5'A % Notes due June 1980 . $2,800,000 $250,000 

6 '/ 2 % Mortgage due Nov. 1992 . 3,970,749 88,403 

5 3 /t% Mortgage due July 1990 . 447,702 13,356 

572% Bank Note due Dec. 1975 . 90,000 20,000 

Total. $7,308,451 $371,759 


Under the terms of the 5 V 4 % notes, which contain certain 
restrictions of prepayments and working capital, the com¬ 
pany also may not pay cash dividends and make payments 
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for purchasing its own stock in excess of the net income 
accrued subsequent to June 30, 1963, plus the sum of 
$500,000. The amount of consolidated earned surplus as 
at June 30, 1971, not subject to this restriction was 
$10,168,531. The remaining annual installments on this loan 
are four years at $250,000, and five years at $360,000. 

The 6 V 2 % mortgage notes on the new headquarters 
building in New York, require constant monthly payments 
of $28,658.25, which include interest and amortization. 

The 5% % mortgage on the store building in Connecticut, 
requires constant monthly payments of $3,229.17, which 
include interest and amortization. 

The 5 V 2 % bank notes require quarterly amortization pay¬ 
ments of $5,000 each until maturity. 

5. Employees’ Stock Options 

Under the approved stock option plans of October 7, 1965, 
October 3, 1968, and October 6 , 1970, certain officers and 
key employees were granted options to purchase common 
stock of the company at 100 % of the fair market value on 
the date of grant. The particulars of the options are sum¬ 
marized as follows: 


Year 

Shares 

Shares 

Shares 

Option 

Granted 

Authorized 

Granted 

Exercised 

Price 

1965 

39,600 

39,350 

31,960 

$7.67-$29.13 

1968 

35,000 

35,000 

650 

22.875 

1970 

30,000 

19,350 

— 

13.875 


104,600 

93,700 

32,610 



6. Retirement Plans 

On January 1, 1966, the corporation and its subsidiaries 
established non-contributory pension and retirement plans 
for certain of its employees. The aggregate actuarially de¬ 
termined pension costs under the plans charged to income 
for the fiscal year ended June 30, 1971, amounted to 
$208,744.94, represented by $88,870.91, for the corpora¬ 
tion and $119,874.03, for its subsidiaries. The company’s 
policy is to fund the pension costs of the respective plans. 

7. Commitments 

The company and its subsidiaries are obligated under long 
term leases expiring at various dates over the next 27 years. 
The minimum annual rentals under such leases expiring 
after June 30, 1974, including rentals on stores to be 
opened, amounted to approximately $5,812,087, plus, in 
many instances, additional rentals based on a percentage 
of sales, or for payment of real estate taxes, insurance and 
other items. The company is also a guarantor for the com¬ 
pletion of construction of two shopping centers in which it 
will rent Barker discount stores from others. The aggregate 
amounts of these construction loan commitments amounted 
to $2,300,000, as at June 30,1971. 

8. Litigation and Claims 

There are several claims pending against the company by 
former employees and suppliers which are being strongly 
defended. The total liabilities cannot be determined at this 
time but management and counsel are of the opinion that 
on the basis of the present facts, the final outcome of these 
claims will not have any material adverse effect upon the 
company's financial statements. 






































Report of Certified Public Accountants 


I. J. Skolnick & Co. 

Certified Public Accountants 
TIME & LIFE BUILDING ROCKEFELLER CENTER 
NEW YORK, N. Y. 10020 

To the Board of Directors: 

Franklin Stores Corporation: 

We have examined the consolidated balance sheet of Franklin Stores 
Corporation and its subsidiary companies as at June 30, 1971, and the 
related statement of income and retained earnings and the source and 
^ application of their funds for the fiscal year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
f circumstances. 

In our opinion, the accompanying consolidated balance sheet and 
related statement of income and retained earnings, and the source and 


application of their funds, present fairly the financial position of Franklin 
Stores Corporation and its subsidiary companies at June 30, 1971, and 
the consolidated results of their operations for the fiscal year then 
ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding fiscal year. 


New York, New York 
September8, 1971 




I. J. Skolnick & Co. 


Ten Year Summary 


Fiscal Years Ended 


June 30, 

1971 

1970 

1969 

1968 

1967 

1966 

1965 

1964 

1963 

1962 

Operations 











Net Sales. 

$146,124,303 

$131,585,603 

$114,792,248 

$99,250,257 

$87,518,497 

$74,059,506 

$63,433,200 

$59,053,390 

$56,896,588 

$52,440,221 

Income Before Taxes . 

3,502,077 

4,039,026 

4,020,032 

2,957,441 

2,438,406 

1,946,713 

1,011,585 

809,902 

545,970 

647,380 

Income After Taxes .. 

2,057,315 

2,517,963 

2,689,496 

2,023,783 

1,702,203 

1,260,300 

723,467 

545,908 

351,674 

331,316 

Dividends Paid . 

650,282 

596,338 

485,499 

457,396 

366,683 

331,007 

312,676 

314,961 

402,838 

650,727 

Number of Stores .... 

199 

203 

196 

177 

164 

164 

168 

172 

174 

180 

Financial Position 











Total Assets . 

$ 49,134,473 

$ 45,464,850 

$ 46,998,823 

$39,874,125 

$30,807,724 

$25,578,568 

$24,163,696 

$23,515,502 

$23,210,458 

$24,161,836 

Working Capital. 

18,262,760 

16,084,807 

14,374,229 

12,752,976 

11,068,877 

10,400,443 

9,602,591 

7,869,996 

7,003,456 

7,140,576 

Current Ratio. 

2.28 to 1 

2.25 to 1 

1.89 to 1 

2.07 to 1 

2.41 to 1 

2.46 to 1 

2.43 to 1 

2.06 to 1 

2.00 to 1 

1.90 to 1 

Fixed Assets-Net — 

15,456,507 

14,957,745 

15,196,540 

14,017,460 

10,602,176 

6,947,555 

6,724,405 

7,236,281 

8,124,415 

7,931,956 

Net Worth . 

27,260,684 

24,661,187 

22,624,234 

19,394,465 

15,409,481 

14,082,982 

13,153,335 

12,747,024 

12,701,506 

12,770,129 

Per Share 











Net Income* . 

$ 1.25 

$ 1.60 

$ 1.72 

$ 1.41 

$ 1.26 

$ .93 

$ .53 

$ .40 

$ .25 

$ .24 

Dividends Paid-Cash . 

.40 

.38 

.32 

.32 

.26% 

.26% 

.26% 

.26% 

.33 V3 

.53% 

Book Value* . 

16.59 

15.68 

14.49 

12.81 

11.41 

10.41 

10.21 

9.88 

9.57 

9.60 


Based on number of shares outstanding at year-end, adjusted to give effect to subsequent stock dividends and stock split, except for the 1968 net income, which is based on 
the average number of shares outstanding during the year. 
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